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“The Congress hereby 
(Glares it to be the 
ilicy of the United 
ates to expand inter- 
tional trade; to de- 
lop and expand export 
arkets for U.S. agricul- 
al commodities: to use 
j abundant agricultural 
)ductivity of the United 
lies to combat hunger 
d malnutrition; and "to 
:ourage economic de- 
opment of the develop- 
countries . . . . ” 

Vith these words, the 
amble to the Agricul- 
al Trade and Assis- 
ce Act of 1954 (Public 
\i 480) set the stage 
the movement of bil- 
s of dollars worth of 
■ agricultural products 
leveloping nations, 
also paved the way 
■he transition of many 
9loping countries into 
^rtant dollar custom- 
for all sorts of U.S. i 
lucts. I 


How P.L. 
480 Got 
Its Start 
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and accept those nations’ 
local currencies in pay- 
ment. 

The law also included 
authority to donate com- 
modities in cases of 
emergencies or disasters. 

However, over the 
years P.L. 480 has 
evolved into something 
far more than a commod- 
ity supply management 
tool. It has also been an 
important vehicle for 
developing commercial 
export markets, for meet- 
ing humanitarian food 
needs, and for spurring 
economic and agricultural 
growth in the developing 
world. ^ 


A Bft of 
History 


At the outset of the pro- 
gram, recipient countries 
paid cash for U.S. agri- 
cultural commodities with 
their own currencies. 

The United States used 
these currencies to 



I replace foreign exchangi 
It otherwise would have 
I spent on U.S. operations 
in the recipient countries 
These currencies could 
not, however, be con- 
verted into dollars. 

By the late 1950’s, 
however, P.L. 480 as- 
sumed importance as a 
means of improving the 
U.S. balance of payments 
position. In 1959, Con- 
gress added a provision 
to require the more devel- 
oped recipients to pay for 
P.L. 480 commodities in 
dollars, on liberal credit 
terms. 

In 1966, the law was 
amended again to require 
a progressive transition 
for all recipients from pur- 
chases in their own cur- 
rencies to purchases in 
dollars, or in local curren- 
cies which could eventu- 
ally be exchanged for 
dollars. 

That same year, 1966, 
marked a shift in program 
emphasis as well. 

Amendments to the law 
deleted reference to U.S. 
surpluses, and it be- 
came U.S. policy to use 
I this country’s abundant, 

I though not unlimited, 
agricultural productivity to 
combat hunger and mal- 
nutrition abroad. 

In addition, the United 
States also decided to 
use its agricultural capac- 
ity to assist countries that 
'vvere determined to im- 
prove their own agricul- 
tural production — leading 
a a self-help program. 


-urther amendments to 
,L. 480 re-emphasized 
e importance of self- 
sip efforts in recipient 
)untr!es and assured 
at the bulk of conces- 
Dnal commodity sales 
3uid go to the poorest 
id neediest of the 
srid’s nations. 

low P.L. 

80 Safes 
leip Other 
countries 

e of the biggest pluses 
P.L. 480 for recipients 
hat it allows them to 
/ the farm products 
y need, but save their 
sign exchange for 
mding on other priority 
lorts. 

time, of course, those 
ntries will have to 
ay the United States 
lollars or in local cur- 
:ies convertible into 
ars. 

iwever, most P.L. 480 
!S agreements include 
ace period during 
sh the payment of 
cipal is deferred. Dur- 
this period buyer 
itries may use for 
slopment projects any 
s earned from P.L. 
sales to their own 
itrymen. 

3 grace period— 

>led with extended 
yment periods at in- 
!t rates well below 
■nercial items— also 



adds a substantial gran! 

element to P i ABO 

sales. 

Under the most Irmient 
payment terms, tlii!. f.jfan! 
component may amnunf 
to as much as 60 per 
cent. 

What the 
United 
States 
Gains 
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P.L. 480 shipments which 
in all have amounted to 
more than $5 billion from 
the beginning of the pro- 
gram to the present. 

These benefits came 
chiefly from principal and 
interest payments on P.L. 
480 loans and from for- 
eign currencies used by 
U.S. agencies abroad. 

In addition, the U.S. 
government was allowed 
to sell these local curren- 
cies to U.S. businessmen 
and tourists abroad, im- 
proving the U.S, payment 
position by cutting down 
on the outflow of U.S. 
dollars overseas. 

Boosting 

Commodity 

Demand 

Since 1954, some $33 
billion worth of U.S. farm 
products have been 
shipped overseas under 
P.L. 480. Food and feed 
grains represent nearly 
half the total — wheat 
shipments came to $11.8 
billion and feed grains to 
$3.1 billion. 

Other major commodity 
exports were cotton ($2.6 
billion), soybean oil ($2.1 
billion), and nonfat dry 
milk (approximately $1.5 
billion). 

Blended foods, high in 
protein sources fortified 
with vitamins (mainly 
corn-soya milk and 
wheat-soya flour), have 



become increasingly 
portant in recent yer 
the title II program. 

P.L. 480 has been 
cially important to th 
tion's grain produce: 

In the first decade 
program, almost hall 
all U.S. rice and 60 
cent of all wheat exp 
were shipped under 
480. 

From the mid-1960’ 
the mid-1970's, roug 
two-fifths of the total 
ports of both rice anr 
wheat were shipped 
under it. 

Turning A 
To Trade 

Korea is perhaps the 
example of the marke 
expansion benefits to 
United States as a re 
of the P.L. 480 progr; 



A title I recipient since 
1955, Korea is now the 
sixth largest market in 
the world for U.S. agri- 
cultural products, with an- 
nua! purchases of about 
$1-1/2 billion. 

Taiwan is another 
market whose purchases 
have shifted from over 90 
percent P.L. 480 to 100 
percent commercial. U.S. 
agricultural exports to 
Taiwan have risen from 
$52 million to over $1.0 
billion. 

Major 

Recipients 

Roughly 80 percent of 
the shipments under P.L. 
480 have been to the 
developing world— in fact, 
P.L. 480 has accounted 
for nearly 30 percent of 
total U.S. direct economic 
aid to the developing 
countries since 1954. 

The biggest recipients of 
P.L. 480 assistance since 
the start of the program 
have been: 

India ($6.2 billion), 
Pakistan ($2.3 billion), 
South Korea ($2.1 billion), 
Egypt ($2.8 billion), 

South Vietnam ($1 .5 billion) 
and Indonesia ($1 .7 billion). 


Following is a brief de- 
scription of P.L. 480’s 
four titles, and some of 
their more important pro- 
visions. 



Title I, the concessional ii 
sales part of the P.L. 480 ;| 
program, allows develop- |i 
ing countries to buy U.S. Ij 
agricultural products for j| 
dollars, but payments can | 
be stretched out over as 
many as 20 years, and 
interest rates are much 
lower than with commer- 
cial financing. 

For those countries not 
capable of going directly 
to 20-year dollar credit 
sales, title I does allow 
for credit sales on 40- 
year terms with grace 
periods on principal re- 
payments of up to 10 
years. 

The law also allows pay- 
ment in local currencies, 
with the understanding 
that the United States 
can eventually exchange 
these Into dollars. How- 
ever, this option has 
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never been exercised~~in 
practice, all installment 
payments on title I sales 
are in dollars. 

In accordance with the 
law, most agreements 
provide for cash down- 
payments (“initial” pay- 
ments) of 5 percent, and 
“currency use payments,” 
paid on delivery in local 
currencies and used for 
U.S. expenses in the im- 
porting country. Currency 
use payments usually 
amount to 5 to 10 per- 
cent of the commodity 
value. 

Recipient countries may 
use P.L. 480 commodities 
to build food stocks or 
they can resell the com- 
modities internally and 
use the proceeds for agri- 
cultural and economic 
development projects. 

They can not ship P.L. 
480 commodities to other 
countries, nor are they 
allowed to export similar 
commodities without U.S 
approval. 


The request for a ti 
sale goes through m 
steps before a forma 
agreement is signed 
The request is initia 
by the foreign nation 
acted on by the U.S. 
partment of Agricuitu 
(USDA) through the f 
eign Agricultural Ser\ 
ice, and approved or 
jected by a group wh 
includes representati' 
of USDA as well as ( 
Departments of Treas 
Commerce, and State 
the Office of Manage’ 
ment and Budget; am 
the Agency for Interni 
tional Development. 

A major concern of 
those reviewing a title 
application is that con 
cessional sales of U.S 
farm products not rep 
commercial exports fn 
the United States or o 
friendly nations. 

Third country consult 
tions are usually held 
with other important 
market suppliers. In ac 
tion, the sales agreem 
includes a mutually 
agreed-upon level for 
commercial imports by 
the recipient country 
based on its recent im- 
port history. 

Once the agreement i 
approved in Washingto 
it Is usually negotiated 
and signed in the recip 
lent country by officials 
that country and U.S. c 
ficials assigned there. 

Actual sales under titk 
are made by private U.; 
suppliers, usually on a 
bid basis, to foreign im- 


I porters, government | 

I agencies, or private trade | 
I agencies overseas. I 

I Under U.S. cargo 
preference requirements, 
at least half of the quan- 
tity of title i commodities 
must be shipped on U.S. 
flag vessels. 

However, USDA’s Com- 
modity Credit Corporation 
absorbs the difference in 
cost for cargoes that 
have to be shipped on 
higher cost U.S. flag 
vessels. 


Title if: 
Donations 
for the 
Needy 

Title II is the donation 
program of P.L. 480'— the 
outgrowth of the concern 
of the U.S. people for 
those overseas who are 
less fortunate. 

Over the years, donated 
U.S. foods have often 
made a iife-or-death 
difference for victims 
of earthquakes, hurri- 
canes, volcanoes, floods, 
droughts, and civil strife. 
These foods have also 
been an important 
weapon in the ongoing 
battle against world 
hunger and malnutrition, 
in many cases serving as 
the margin between mere 
existence and good nutri- 
tion and health. 

More than $8 billion 
worth of U.S. agriculture 


products have been 
donated under title II 
since 1955. 

Donated U.S. foods 
serve as the mainstay 
of many school lunch, 
preschool feeding, and 
mother-child health care 
programs around the 
world. 

They also figure impor- 
tantly in the U.S. commit- 
ment to help the world’s 
needy become self-sus- 
taining through economic 
and agricultural develop- 
ment. 

Under title ll, U.S. farm 
products are used in food 
for work programs to pay 
foreign workers for their 
labor on such public proj- 
ects as building schools 
and roads, improving 
village water and sanita- 
tion systems, and digging 
wells and irrigation 
ditches. 

Roughly two-thirds of 
the tonnage shipped 
under title ll is donated 




through nonprofit U.S. 
voluntary agencies such 
as CARE {Cooperative for 
American Relief Every- 
where), Catholic Relief 
Services, Seventh Day 
Adventist Services, 

Church World Service, 
Lutheran World Relief,’ 
American Joint Distribu- 
tion Committee, and the 
Cooperative League of 
the United States. 

These organizations are 
able to combine food dis- 
tribution activities with 
development and nutri- 
tional goals. In particular, 
they provide nutritional in- 
formation to foreign food 
recipients so that donated 
foods can be put to their 
best use. I 

Title II donations are 
also made directly to re- 
cipient governments, 
mostly for large emer- 
gency feeding programs, 
and through multilateral 
organizations such as 
UNICEF (United Nations 
International Children's 
Emergency Fund) and 


i the World Food Pro 
(WFP), 

The WFP is financ 
voluntary contributic 
commodities, servio 
cash by members o 
United Nations and 
Food and Agricultun 
Organization. 

Most of the food is 
tributed as part of th 
wages of people em- 
ployed in developme 
projects. The United 
States and other don 
make commitments t 
WFP every 2 years, 

j Title Ilf: 
Food for 
Developme 

Title III, which was ad 
to P.L. 480 in 1977, is 
also designed to help 
world’s needy to help 
themselves. 

In particular, this title 
concerned with betterii 
the lives of small farmi 
tenants, sharecroppers 
landless agricultural 
workers, and others wf 
depend for their liveli- 
hood on agriculture am 
related activities. 

I Basically, title Ill- 
known as Food for Dev 
opment — allows foreign 
governments to purchaj 
U.S. agricultural com- 
modities on title I terms 
and resell these com- 
modities in their own 
countries. 

However, instead of 
paying the United State; 


I for commodities, they 
I may use the proceeds 
I from local sales (or the 
1 commodities themselves) 

I for self-help projects 
i which increase farm pro- 
I duction; improve storage, 
I transportation, and distri- 
I bution of farm products; 
or improve the quality of 
rural life through health 
and nutrition or family 
planning programs. 

As the currencies are 
I used, an equivalent dollar 
value to the title I debt Is 
I offset. 


i A country must be eligi- | 
I ble for a title I agreement | 
1 before a title 111 prograrri j 
can be approved. | 

I Also, since title 111 pro- | 

I vides for development ! 
programs in addition to I 
what the recipient country | 
is already doing, ade- | 
quate technical and 
economic analyses and 
review are required in 
designing the program as 
well as in monitoring and 
evaluating progress. 





